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Information Request DTE-1-1 
 

What factors did Cambridge consider in deciding how much to increase the 
transition charge to recover a portion of the projected $22.2 million under-recovery 
(i.e. continuity, carrying costs, etc.)?  Please provide complete and detailed 
documentation concerning the amount of the proposed increase to the transition 
charge, including all analyses performed and written correspondence, as well as an 
explanation of the rationale used to determine the proposed increase. 
 

Response 
 
 The decision to adjust Cambridge rates mid-year was to improve rate continuity in 

the Cambridge rates.  As shown in Exhibit CAM-CLV-1 (Update 2005), the 
transition charge increases from 0.288 cents /kWh in 2005 to 1.946 cents/kWh in 
2006 in the absence of a change in July 2005.  The increase of more than 1½ cents 
is significant, although not unprecedented.  In addition to the increase in the 
transition charge, it is possible that the rate for default service will increase in 
January 2006 as a result of the most recent competitive default service bids.   

 
 The decision as to what level to raise the rates to was based on maintaining the 

level of the transition charge in 2006.  Thus, the rates for the second half of 2005 
was increased to 1.332 cents / kWh, which, based on present forecasts would not 
need to be increased in 2006 while the deferred costs were eliminated. 

 
 Although it would have been possible to raise 2005 rates by a smaller amount, 

this would have resulted in higher rates for 2006 than proposed.  If this were to 
happen, the decrease in 2007 to the forecast level of 0.798 cents/kWh (see Exh. 
CAM-CLV-1 (Update 2005)) would have been larger. 

 
In summary, the decision to raise the current rate to the 2006 level was to reduce 
the sizeable increase in the forecast price at year-end 2005 and to reduce the 
sizeable decrease in 2007.  By doing this, we achieve the objective of eliminating 
the deferral by the end of 2006 while achieving the Department’s goal of rate 
continuity. 

 
The decision on the appropriate rate increase was the result of verbal discussions 
between members of the Company’s Revenue Requirement Department, its Rate 
Department, its Vice President, Financial, Regulatory and Environmental 
Planning and its outside Counsel with the firm Keegan Werlin LLP.  There were 
no studies performed because the group concluded that the adjustment should be 
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simple, easy to understand and along the lines outlined above.  The derivation of 
the proposed transition charges is set forth in Exhibit CAM-HCL-1 based upon 
information provided in Exhibit CAM-CLV-1(Updated 2005).  
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Information Request DTE-1-2 
 

Please provide electronic copies of Exhibit CAM-HCL-2 and any associated work papers 
in Microsoft Excel format, with all formulas and links contained in the cells. 
 

Response 
  

An electronic copy of Exhibit CAM-HCL-2 is provided as Attachment DTE-1-2.  
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Information Request DTE-1-3 
 

Refer to Exhibit CAM-HCL-2.  Please explain (1) the function of the column 
labeled “Rate Design Adjustment” and (2) the process used to determine the values 
in that column using rate classes R-5 and G-3 as examples. 
 

Response 
 

The “Rate Design Adjustment” sets forth changes in individual rate components 
necessary to implement the overall rate changes when such rate changes cannot be 
implemented in the usual manner.  For example, in a TOU rate, if there is currently 
no $/kWh charge in the off-peak period, there would be no indicated $/kWh credit 
in this period because that rate component would become negative.  Instead, the 
off-peak credit is converted to a peak credit by the ratio of the respective TOU 
period kWh values.  This process results in the same indicated overall revenue 
levels for the rate.  The entries in the “Rate Design Adjustment” column set forth 
the resulting component rate changes.  This process is also used to convert $/kWh 
charges to $/kW charges when indicated. 
 
Specifically for Rate R-5, the present total transition charge, the sum of the 
transition and transition rate adjustment, is zero for the off-peak period.  In order to 
maintain the total rate at zero, the indicated Transition Adjustment of 1.044 
cents/kWh for the off-peak period was converted to 3.646 cents/kWh applicable to 
the peak period and the appropriate entries were made in the “Rate Design 
Adjustment” column. 
 
In the case of Rate G-3, the DS Credit Adjustment was converted from a $/kWh 
credit to a $/kW credit, with the credit and offset entries listed in the appropriate 
columns.  Also, because the present total $/kWh transition charges for each period 
are zero, the 1.044 cents/kWh Transition Adjustment was converted to the 4.65 
$/kVA transition charge.  In addition, in order to keep the price relationship 
between the first and second block demand charges relatively constant, revenue 
neutral adjustments to the first and second demand blocks of the transmission rate 
were made. 
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Information Request DTE-1-4 
 

Refer to Exhibit CAM-HCL-2.  Please explain the function of the charge labeled 
“Transition Rate Adjustment” (see, e.g., Exhibit CAM-HCL-2, at 2, “Rate Component” 
column for R-1, above the “Pension Adjustment” charge). 
 

Response 
 
The Transition Rate Adjustments reflect the credit or recovery of over or under 
collections of prior year transition charges for each rate class.  The derivation of the 
values is set forth in Exhibit CAM-HCL-6 and explained in Exhibit CAM/COM-HCL at 
page 6 in D.T.E. 04-114.  Attachment DTE-1-4 contains the cited portions of D.T.E. 04-
114.  
 
 



 
 
 
 
 
 
 
 
 
 
 
 

Attachment DTE-1-4 



Testimony of Henry C. LaMontagne 
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December 7, 2004 
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Companies can implement while maintaining the uniform 15 percent rate reduction 1 

for each rate class.  As a result, Cambridge and Commonwealth are each projected to 2 

have an uncollected balance of transition costs at the end of year 2004.  These 3 

proposed Transition Charges compare to the current Transition Charges for 2004 of 4 

0.350 cents per kWh for Cambridge and 1.845 cents per kWh for Commonwealth.  5 

For reference, the initial Transition Charge included in the Restructuring Plan was 6 

2.73 and 4.08 cents per kWh, respectively for Cambridge and Commonwealth.  The 7 

amounts originally scheduled in the Restructuring Plan for 2005 were 1.633 and 8 

3.441, respectively.   9 

Q. How have you reflected the change to the Transition Charges in Cambridge and 10 
Commonwealth’s rates?  11 

A. First, I assign the same average Transition Charge rate to each rate class.  To this 12 

average Transition Charge, I add a class-specific Transition Charge Adjustment, 13 

pursuant to the terms of the Companies’ settlement agreement approved by 14 

Department in D.T.E. 00-83.  The methodology for calculating the Transition Charge 15 

adjustment for each class for the year 2005 is set forth in Exhibits CAM-HCL-6 and 16 

COM-HCL-6.  The purpose of the adjustment is to ensure that the reconciliation of 17 

the Transition Charge maintains a uniform recovery of the average transition charge 18 

from each customer class.   19 

Q. What rate changes are proposed for Cambridge’s Transmission rates?  20 

A. The proposed average transmission rate reflects an increase of 0.709 cents per kWh 21 
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Information Request DTE-1-5 
 

Refer to Exhibit CAM-HCL-3. Please provide bill impacts using, in the proposed rates 
section of the analyses, the default service rates and the default service adder, which the 
Department approved on May 27, 2005, to be effective on July 1, 2005. Provide these 
documents in Microsoft Excel format, with all formulas and links contained in the cells.  
 

Response 
 
Please refer to the Excel spreadsheet provided as Attachment DTE-1-5 at the tab labeled 
“Exh 3-TypBills”. 
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Information Request DTE-1-6 
 

Refer to Exhibit CAM-HCL-3, at 11-13.  Please explain why Cambridge uses 6.854 cents 
per kilowatthour (“KWH”) as the present default service rate on page 11, and 6.602 cents 
per KWH on pages 12 and 13.  
 

Response 
 
The default service rate listed on page 11 of Exhibit CAM-HCL-3 is incorrect.  The 
correct default service rate for Rate G-2 is 6.602 cents per kWh.  The typical bill 
worksheet provided in Attachment DTE-1-2 reflects the corrected page 11.  
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Information Request DTE-1-7 
 

Please rerun Exhibits CAM-CLV-1 (Revised) and CAM-HCL-3 using the following 
transition charges to be effective July 1, 2005:  (a) 1.071 cents per KWH; (b) 0.810 cents 
per KWH; (c) 0.549 cents per KWH; and (d) 0.288 cents per KWH.  
 

Response 
 

[CONFIDENTIAL ELECTRONIC ATTACHMENTS] 
 
Please refer to Attachments DTE-1-7(a) – 7(d) which are Excel models that set forth the 
requested information for Exhibit CAM-HCL-3 at the tab labeled “Exh 3-TypBills”.  
 
Please refer to Attachments DTE-1-7(e) – 7(h)(CONFIDENTIAL), which provides 
Exhibit CAM-CLV-1 with the requested transition charge rates effective July 1, 2005.  
Please note that all versions of Exhibit CAM-CLV-1 contain confidential information and 
are being provided to the Hearing Officer and those who have entered into non-disclosure 
agreements. 
 
 
 


